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HOUSE BI LL 2678

St ate of WAshi ngt on 60t h Legi sl ature 2008 Regul ar Sessi on
By Representatives Kessler, VanDeWege, Bl ake, WIllianms, and MlIntire

Read first tine 01/ 15/08. Referred to Comm ttee on Fi nance.

AN ACT Relating to restoring the preferential tinber industry
busi ness and occupation tax rate to the manufacture of environnentally
responsi bl e surface material products from recycled paper; reenacting
and anmendi ng RCW 82. 04. 260; and creating a new section.

BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF WASHI NGTON:

Sec. 1. RCW82.04.260 and 2007 ¢ 54 s 6 and 2007 c 48 s 2 are each
reenacted and anended to read as foll ows:

(1) Upon every person engaging within this state in the business of
manuf act uri ng:

(a) Wheat into flour, barley into pearl barley, soybeans into
soybean oil, canola into canola oil, canola neal, or canola byproducts,
or sunflower seeds into sunflower oil; as to such persons the anount of
tax with respect to such business shall be equal to the value of the
flour, pear | bar| ey, oi |, canola neal, or canola Dbyproduct
manufactured, nmultiplied by the rate of 0.138 percent;

(b) Beginning July 1, 2012, seafood products that remain in a raw,
raw frozen, or raw salted state at the conpletion of the manufacturing
by that person; or selling manufactured seafood products that remain in
a raw, raw frozen, or raw salted state at the conpletion of the
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manuf acturing, to purchasers who transport in the ordinary course of
busi ness the goods out of this state; as to such persons the anount of
tax with respect to such business shall be equal to the value of the
products manufactured or the gross proceeds derived from such sales,
multiplied by the rate of 0.138 percent. Sellers nust keep and
preserve records for the period required by RCW82.32. 070 establishing
that the goods were transported by the purchaser in the ordinary course
of business out of this state;

(c) Beginning July 1, 2012, dairy products that as of Septenber 20,
2001, are identified in 21 CF.R, chapter 1, parts 131, 133, and 135,
i ncl udi ng byproducts fromthe manufacturing of the dairy products such
as whey and casein; or selling the sanme to purchasers who transport in
the ordinary course of business the goods out of state; as to such
persons the tax inposed shall be equal to the value of the products
manuf actured or the gross proceeds derived fromsuch sales nultiplied
by the rate of 0.138 percent. Sellers nust keep and preserve records
for the period required by RCW 82.32.070 establishing that the goods
were transported by the purchaser in the ordinary course of business
out of this state;

(d) Beginning July 1, 2012, fruits or vegetables by canning,
preserving, freezing, processing, or dehydrating fresh fruits or
vegetabl es, or selling at wholesale fruits or vegetabl es manufactured
by the seller by canning, preserving, freezing, processing, or
dehydrating fresh fruits or vegetables and sold to purchasers who
transport in the ordinary course of business the goods out of this
state; as to such persons the anpbunt of tax with respect to such
busi ness shall be equal to the value of the products manufactured or
the gross proceeds derived from such sales nmultiplied by the rate of
0.138 percent. Sellers nust keep and preserve records for the period
requi red by RCW 82. 32. 070 establishing that the goods were transported
by the purchaser in the ordinary course of business out of this state;

(e) Until July 1, 2009, al cohol fuel, biodiesel fuel, or biodiesel
feedstock, as those terns are defined in RCW 82.29A 135; as to such
persons the anobunt of tax with respect to the business shall be equa
to the value of alcohol fuel, biodiesel fuel, or biodiesel feedstock
manuf actured, nmultiplied by the rate of 0.138 percent; and

(f) Alcohol fuel or wood biomass fuel, as those terns are defined
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in RCW82. 29A. 135; as to such persons the anpbunt of tax with respect to
the business shall be equal to the value of alcohol fuel or wood
bi omass fuel manufactured, nultiplied by the rate of 0.138 percent.

(2) Upon every person engaging within this state in the business of
splitting or processing dried peas; as to such persons the anount of
tax with respect to such business shall be equal to the value of the
peas split or processed, nultiplied by the rate of 0.138 percent.

(3) Upon every nonprofit corporation and nonprofit association
engaging within this state in research and devel opnent, as to such
corporations and associ ations, the anmount of tax with respect to such
activities shall be equal to the gross incone derived from such
activities multiplied by the rate of 0.484 percent.

(4) Upon every person engaging within this state in the business of
sl aughtering, breaking and/or processing perishable neat products
and/or selling the sane at wholesale only and not at retail; as to such
persons the tax inposed shall be equal to the gross proceeds derived
fromsuch sales multiplied by the rate of 0.138 percent.

(5) Upon every person engaging within this state in the business of
acting as a travel agent or tour operator; as to such persons the
anmount of the tax with respect to such activities shall be equal to the
gross incone derived from such activities nultiplied by the rate of
0. 275 percent.

(6) Upon every person engaging within this state in business as an
i nternational steanship agent, international custons house broker,
international freight forwarder, vessel and/or cargo charter broker in
foreign commerce, and/or international air cargo agent; as to such
persons the anobunt of the tax with respect to only international
activities shall be equal to the gross incone derived from such
activities multiplied by the rate of 0.275 percent.

(7) Upon every person engaging within this state in the business of
stevedoring and associated activities pertinent to the novenent of
goods and conmodities in waterborne interstate or foreign commerce; as
to such persons the anount of tax with respect to such business shal
be equal to the gross proceeds derived fromsuch activities multiplied
by the rate of 0.275 percent. Persons subject to taxation under this
subsection shall be exenpt from paynent of taxes inposed by chapter
82.16 RCWfor that portion of their business subject to taxation under
this subsection. Stevedoring and associated activities pertinent to
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the conduct of goods and comobdities in waterborne interstate or
foreign commerce are defined as all activities of a | abor, service or
transportation nature whereby cargo may be | oaded or unloaded to or
fromvessel s or barges, passing over, onto or under a wharf, pier, or
simlar structure; cargo may be noved to a warehouse or sim/lar hol ding
or storage yard or area to await further novenent in inport or export
or may nove to a consolidation freight station and be stuffed,
unst uf f ed, cont ai neri zed, separated or otherwise segregated or
aggregated for delivery or |loaded on any node of transportation for
delivery to its consignee. Specific activities included in this
definition are: Whar f age, handling, |oading, unloading, noving of
cargo to a convenient place of delivery to the consignee or a
convenient place for further novenent to export node; docunentation
services in connection with the receipt, delivery, checking, care,
custody and control of cargo required in the transfer of cargo;
i nported autonobile handling prior to delivery to consignee; term nal
stevedoring and incidental vessel services, including but not Iimted
to plugging and wunplugging refrigerator service to containers,
trailers, and other refrigerated cargo receptacles, and securing ship
hat ch covers.

(8) Upon every person engaging within this state in the business of
di sposing of |lowlevel waste, as defined in RCWA43. 145.010; as to such
persons the anmount of the tax with respect to such business shall be
equal to the gross incone of the business, excluding any fees inposed
under chapter 43.200 RCW nmultiplied by the rate of 3.3 percent.

If the gross incone of the taxpayer is attributable to activities
both within and without this state, the gross incone attributable to
this state shall be determined in accordance with the nethods of
apportionnment required under RCW 82. 04. 460.

(9) Upon every person engaging within this state as an insurance
agent, insurance broker, or insurance solicitor |icensed under chapter
48.17 RCW as to such persons, the amount of the tax with respect to
such licensed activities shall be equal to the gross inconme of such
business multiplied by the rate of 0.484 percent.

(10) Upon every person engaging within this state in business as a
hospital, as defined in chapter 70.41 RCW that is operated as a
nonprofit corporation or by the state or any of its political
subdi visions, as to such persons, the anmount of tax with respect to
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such activities shall be equal to the gross incone of the business
multiplied by the rate of 0.75 percent through June 30, 1995, and 1.5
percent thereafter. The noneys coll ected under this subsection shal
be deposited in the health services account created under RCW
43. 72. 900.

(11)(a) Beginning October 1, 2005, wupon every person engaging
wthin this state in the business of nmanufacturing comerci al
ai rpl anes, or conponents of such airplanes, as to such persons the
anpunt of tax with respect to such business shall, in the case of
manuf acturers, be equal to the value of the product manufactured, or in
the case of processors for hire, be equal to the gross incone of the
business, multiplied by the rate of:

(1) 0.4235 percent from October 1, 2005, through the later of June
30, 2007, or the day preceding the date final assenbly of a
superefficient airplane begins in Washi ngton state, as determ ned under
RCW 82. 32. 550; and

(i1) 0.2904 percent beginning on the later of July 1, 2007, or the
date final assenbly of a superefficient airplane begins in Washi ngton
state, as determ ned under RCW 82. 32. 550.

(b) Begi nning Cctober 1, 2005, upon every person engaging wthin
this state in the business of making sales, at retail or whol esale, of
commerci al airplanes, or conponents of such airplanes, manufactured by
t hat person, as to such persons the anmount of tax with respect to such
busi ness shall be equal to the gross proceeds of sales of the airplanes
or conponents nultiplied by the rate of:

(1) 0.4235 percent from Cctober 1, 2005, through the later of June
30, 2007, or the day preceding the date final assenbly of a
superefficient airplane begins in Washi ngton state, as determ ned under
RCW 82. 32. 550; and

(i1) 0.2904 percent beginning on the later of July 1, 2007, or the
date final assenbly of a superefficient airplane begins in Washi ngton
state, as determ ned under RCW 82. 32. 550.

(c) For the purposes of this subsection (11), "conmerci al
ai rplane,"” "conponent," and "final assenbly of a superefficient
ai rpl ane" have the neani ngs given in RCW 82. 32. 550.

(d) In addition to all other requirenments under this title, a
person eligible for the tax rate under this subsection (11) nust report
as required under RCW 82. 32. 545.
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(e) This subsection (11) does not apply after the earlier of: July
1, 2024; or Decenber 31, 2007, if assenbly of a superefficient airplane
does not begin by Decenber 31, 2007, as determ ned under RCW 82. 32. 550.

(12)(a) uUntil July 1, 2024, upon every person engaging within this
state in the business of extracting tinber or extracting for hire
tinber; as to such persons the anmpbunt of tax with respect to the
business shall, in the case of extractors, be equal to the value of
products, including byproducts, extracted, or in the case of extractors
for hire, be equal to the gross incone of the business, nultiplied by
the rate of 0.4235 percent from July 1, 2006, through June 30, 2007,
and 0.2904 percent fromJuly 1, 2007, through June 30, 2024.

(b) Until July 1, 2024, wupon every person engaging within this
state in the business of manufacturing or processing for hire: (1)
Ti mber into tinber products or wood products; or (ii) tinber products
into other tinber products or wood products; as to such persons the
anmpunt of the tax with respect to the business shall, in the case of
manuf acturers, be equal to the value of products, including byproducts,
manuf actured, or in the case of processors for hire, be equal to the
gross incone of the business, nmultiplied by the rate of 0.4235 percent
fromJuly 1, 2006, through June 30, 2007, and 0.2904 percent from July
1, 2007, through June 30, 2024.

(c) Until July 1, 2024, wupon every person engaging within this
state in the business of selling at wholesale: (i) Tinber extracted by
that person; (ii) tinber products manufactured by that person from
ti mber or other tinber products; or (iii) wood products nanufactured by
that person from tinber or tinber products; as to such persons the
anount of the tax with respect to the business shall be equal to the
gross proceeds of sales of the tinber, tinber products, or wood
products mnmultiplied by the rate of 0.4235 percent from July 1, 2006,
t hrough June 30, 2007, and 0.2904 percent from July 1, 2007, through
June 30, 2024.

(d) Until July 1, 2024, wupon every person engaging within this
state in the business of selling standing tinber; as to such persons
the anmobunt of the tax with respect to the business shall be equal to
the gross incone of the business nultiplied by the rate of 0.2904
percent. For purposes of this subsection (12)(d), "selling standing
timber" neans the sale of tinber apart fromthe | and, where the buyer
Is required to sever the tinmber within thirty nonths fromthe date of
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the original contract, regardless of the nethod of paynent for the
ti nmber and whether title to the tinber transfers before, upon, or after
sever ance.

(e) For purposes of this subsection, the followng definitions
appl y:

(i) "Bioconposite surface products" neans surface material products
containing, by weight or volune, nore than fifty percent recycled paper
and that al so use nonpetrol eum based phenolic resin as a bondi ng agent.

(ii) "Paper and paper products" nmeans products nmade of interwoven
cellulosic fibers held together largely by hydrogen bondi ng. " Paper
and paper products" includes newsprint; office, printing, fine, and
pressure-sensitive papers; paper napkins, towels, and toilet tissue;
kraft bag, construction, and other kraft industrial papers; paperboard,
liquid packaging containers, containerboard, corrugated, and solid-

fiber containers including linerboard and corrugated nedium and
rel ated types of cellulosic products containing primarily, by weight or
volunme, cellulosic materials. "Paper and paper products" does not

i ncl ude books, newspapers, nagazines, periodicals, and other printed
publications, advertising materials, calendars, and simlar types of
printed material s.

((+)r)) (iii) "Recycled paper"” neans paper and paper products
having fifty percent or nore of their fiber content that cones from
post consuner wast e. For purposes of this subsection (12)(e)(iii),
"post consuner waste" neans a finished material that would nornmally be
di sposed of as solid waste, having conpleted its life cycle as a
consuner item

(v) "Tinber" nmeans forest trees, standing or down, on privately or
publicly owned | and. "Ti nber" does not include Christmas trees that
are cultivated by agricultural methods or short-rotation hardwods as
defined in RCW 84. 33. 035.

((++H)r)) (v) "Tinber products” neans:

(A) Logs, wood chips, sawdust, wood waste, and sim/lar products
obt ai ned wholly fromthe processing of tinber, short-rotation hardwoods
as defined in RCW84. 33.035, or both; ((and))

(B) Pulp, including market pulp and pulp derived from recovered
paper or paper products; and

(© Recycled paper, but only when used in the manufacture of
bi oconposite surface products.
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((~)) (vi) "Wod products" neans paper and paper products;
di mensi onal | unber; engineered wood products such as particl eboard,
oriented strand board, nedium density fiberboard, and plywod; wood
doors; ((and)) wood wi ndows; and bi oconposite surface products.

(13) Upon every person engaging within this state in inspecting,
testing, |abeling, and storing canned sal non owned by anot her person,
as to such persons, the anmount of tax with respect to such activities
shall be equal to the gross inconme derived from such activities
mul tiplied by the rate of 0.484 percent.

NEW SECTION. Sec. 2. Section 1 of this act applies retroactively
to July 1, 2007, as well as prospectively.

~-- END ---
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